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OATH OR AFFIRMATION
I, Frank Abella, Jr. , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and. suj)porting schedules pertaining to the firm of.
Investment Partners, Inc.

s , as
of December 31 IR § 2002 | are true and correct. I further swear (or affirm) that
neither the company nor any partner prOpnetor pnnc1pal officer or director has any proprietary interest in any account
classified solely as that of a customer except as follows

L . , =
Notary Public - New Jersey : o =7
Middlesex County - (_Signatire )
My Commission Expires Dec. 3, 2007

President & Chief Financial Officer

Voo %p Title.

Notary Public

] This’r'éﬁort ** contains (check all applicable boxes):

X (a) Facing Page.
3 (b) Statement of Financial Condition.
X (c) Statement of Income (Loss).
[ (d) Statement of Changes in Financial Condition.
[ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capual
X (fH Statement of Changes in Liabilities Subordinated to Clalms of Creditors.
3} (g) Computation of Net Capital.
II::)lX (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. .
@ (5 A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
O Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3
o
0
o

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions ofthi;vﬁling, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS® REPORT

To the Board of Dxrectors and Stockholder of

Investment Partners, Inc.

- Plainfield, New Jersey e S

~ We have audifed the éccompanying statement of financial condition of Irivestment» Partners, Inc. as of December 31,

2002, and the related statements of operations, changes in stockholder’s equity, changes in liabilities subordinated to
claims of general creditors, and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these. financial statements based on our audit.

.We conducted our audit in accordance with auditing standards generally accepted in the United States of America.

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. .:An audit includes examining, on atest basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and

significarit estimates made by management, as well as evaluating the overall financial statement presentatlon We ‘

believe that our audit provides a reasonable basxs for our opmlon

In» our opinion,_ the fmancial statemonts referred to above present fairly, in all material respects, the financial position
of Investment Partners, Inc. as of December 31, 2002, and the results of its operations and its cash flows for the year
then ended, in conformity with generally accepted accounting principles in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the baéic financial statements taken as a whole. The
information contained in Schedules I, II, and III is presented for purposes of additional analysis and is not a required
part of the basic financial statements, but is supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in the audit of the basic’
financial statements and, in our opinion, is falrly stated in all material ‘respects in relation to the basu: financial
statements taken as a whole: ,

BEDERSON & COMPANY LLP

West Orange, New Jersey
February 19, 2003

NOR
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. INVESTMENT PARTNERS, INC.
STATEMENT OF FINANCIAL CONDITION ‘
DECEMBER 31, 2002

ASSETS

CASH S o | - s a8l
COMMISSIONS RECEIVABLE FROM CLEARING ORGANIZATION 11,448
PREPAID EXPENSES L e
SECURITIES OWNED: B e - .

Marketable, at market value o ’ - L " . , 7,159
EQUIPMENT at cost, less accumulated o | v R ’ >

depreciation of $66, 610 S o . B ’ 1,600
'CASH DEPOSIT WITH CLEA‘RiNG ORGANIZATION - L 100,154
TOTALASSETS - .~ ° o s 137,305

" LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES:

Accounts payable and accrued expenses I = | $ 21,411
STOCKHOLDER’S EQUITY
Common stock; no par value; at stated value of $10 000 per share , ,

200 shares authorized; 20 issued and outstandmg R o 200,000
Additional paid-in capital : o i S 868,739
Accumulated deficit S , . (952,845)
TOTAL STOCKHOLDER'’S EQUITY - ' o . 115,894

TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY - $ 137,305

" The accompanymg notes are an integral part of
these tmanc1al Statements.
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~INVESTMENT PARTNERS, INC.
: STATEMENT OF OPERATIONS
'YEAR ENDED DECEMBER 31, 2002

REVENUES:

Commissions s ' Do $ 407,396
Interest and dividends’ L S 1,217
Advisory, placement and consulting fees - - : ‘ 9,909
Unrealized loss on investment in securities .~ : S : (2,220)
. TOTAL REVENUES - - SR 416,302
EXPENSES: - e o ‘ _ o
Floor brokerage, exchange and clearance fees . o . 139,395
Employee compensation and benefits -, - S ' e 213,012
- Communications and data processing - L . o . . 18,922
Consulting and other professional fees” = = . = - L L 8,928
_ Regulatory fees and training -~ . ST R ST 6,290
"Travel and entertainment e o ) 5,324
Interest - o _ Co S S ' 880
Depreciation T o v . : 1,067
Insutance L . o : C 19,420
Postage and printing - L S 8 ST 4,232
_Occupancy expenses _ . ‘ o S 2,336
Office expenses and supplies sl ' ‘ ' 11,566
Service fees S 1 ; _ B . 1,686
' TOTAL EXPENSES e L 433,058
LOSS FROM OPERATIONS BEFORE PROVISION»FOR ‘ ‘ ‘
STATE AND LOCAL INCO_ME:TAXES' S E ‘ ] ‘ ‘ (16,756)
PROVISION FOR STATE . N T -
AND LOCAL INCOME TAXES . — -
NET LOSS' L $ _(16.756)

The accompanying notes are an integral part
of these financial statements.

D




: INVESTMENT PARTNERS INC
STATEMENT OF CHANGES IN STOCKHOLDER S EQUITY
YEAR ENDED DECEMBER 31, 2002 -

~ Additional -

Number of - Common Paid-In Accumulated
Shares -+ Stock ~ Capital : Deficit Total
BALANCES - beginning .20 S 200000 $. 868739  $ (936,089)  § 132,650
Net loss : | S - (16,756)  __ (16,756)
BALANCES - ending 20 $_200000 $ 868,739 3 (952,845) $ 115,894
The accompanymg notes are an integral part
of these financial statements. ]
@ =




, INVESTMENT PARTNERS, INC. )

. STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
: TO €LAIMS OF GENERAL CREDITORS ‘
- YEAR.ENDED DECEMBER 31, 2002 -

- SUBORDINATED BORROWINGS - beginning
. Repayment of éubordiﬁated note )

SUBORDINATED BORROWINGS - ending

© - The apcbmpaliyiﬁg notes are an integral part
of these financial statements.
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INVESTMENT PARTNERS, INC.
~ STATEMENT OF CASH FLOWS
~ YEAR ENDED DECEMBER 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES v
Net loss , - ; . : $  (16,756)
- Adjustments to reconcile net loss to - ' :
net cash from operating activities: o . o '
Deprec1at10n ‘ o . : 1,067

Unrealized loss on investment securmes o c o i 2,220
(Increase) Qec_rease in assets: R ) ' :
Commissions recéivable . - S : 2,664
Prepaid expenses - ; - o ’ : ’ 6,023
Decrease in liabilities: R ' R . . ‘
Accounts payable and ac;ruéd expenses - ' S : 1,134
" NET CASH USED BY OPERATING ACTIVITIES S (3,648)
CASH FLOWS PROVIDED BY INVESTING ACTIVITIES: |
Deposit with clearing organization - ’ - ' 544
NET DECREASE IN CASH : L o . S (3,104)
CASH - beginning : R o o 7,285
CASH - ending - I L 4,181

SUPPLEMENTAL DISCLOSURE OF CASH. FLOW INFORMATION
Cash paid during the year for:

Interest - N o -_ : ' : v $ 880

The accompanying notes are an integral part
of these financial statements.
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‘INVESTMENT PARTNERS, INC.
' ‘NOTES TO FINANCIAL STATEMENTS
o DECEMBER 31, 2002

NOTE 1.- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organlzatron ' ‘ : , :

- Investment Partners, Inc {the “Company ) is a wholly owned subsidiary of Investment Partners Group Inc.

a .DeIaware corporation (“IPG ") : : - '

The Company is mcorporated under the laws of the State of New York and is a regrstered broker/dealer
with the Securities and Exchange Commission (“SEC”) and various states, and is a member of the National -
Association of Securities Dealers, Inc

The Company s operatrons are conducted in 1ts New J ersey office.

Cash and Cash Equrvalents

The Company considers all’ hlghly lquid .debt instruments w1th a maturtty date of approximately three
months or Iess when’ purchased to be cash equrvalents o <

Accountmg Estrmates a : :

The preparation of financial statements in conrorrmty with génerally accepted accountmg prmmples requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
~of revenues and expenses during the period. Actual results could differ from those estimates.

Commission Revenues '

Commission revenues represent ; amounts earned by the Company net of related expenses retarned by the
clearing brokers. Commrssron revenues and related expenses are recorded on a settlement date basis.
Recording comrrussron revenues and related expenses ‘on a trade date basis at December 31, 2002 would not .
result in any materral drfferences

Deprccratron

. Depreciation of equtpment is prov1ded ona stratght hne basis usmg estimated useful lives of three (3) to”
five (5) years. :

Income Taxes : ‘

~Deferred taxes are provxded ona habrhty method whereby deferred tax assets are recogmzed for deductible

temporary differences and operatrng loss: carryforwards and defefred tax liabilities are recognized for

taxable temporary differences. Temporary differences are the differences between the reported amounts of
- assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when, in

the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will

not be realized. Deferred tax assets and habrhtres are adjusted for the effects of changes in tax laws and

“ rates on the date of enactment

" NOTE 2- SECURITIES CLEARANCE SERVICE AGREEMENT

The Company engages Bear Stearns Securrtres Corp (Bear Stearns) as its ‘clearing broker on a fully
disclosed basis, to perform all trade, settlement and related activities under a securities clearance service
agreement. . :

T

' Cash of $IOQ ,154 has been deposited into a’segregated account as reqiiired under this agreemem.

L
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INVESTMENT PARTNERS, INC. .
NOTES TO FINANCIAL STATEMENTS
L DECEMBER 31,2002 .

. 'NOTE 2 - SECURITIES CLEARANCE SERVICE AGREEMENT (Continued)

In accordance -with this agreement, the Company must maintain net capital in eéxcess of $150,000 and
. ensure that the ratio of aggregate indebtedness to net capital does not exceed 10.to 1. At December 31,

2002 ‘the Company’s net capital was-$95,457, which was $54,543 below the minimum net capital

requirement of- $150 000. The ratio of aggregate indebtedness to.net cap1ta1 was approxrmately 22101,

In consrderatlon for a waiver of the net capltal requlrement an ofﬁcer of the Company, who is also the
president of IPG, executed an Indemnity Agreement effective March 29, 1995, This agreement, which has
no expiration date, applies whenever the Company’s net capital falls below the required amount. Said
officer unconditionally and personally guarantees to Bear Stearns payment of all obhgatrons incurred and
arlsmg pursuant to the terms of the Securmes Clearance Agreement

NOTE 3 - INCOME TAXES

At ‘December 31, 2002, the Company had remaining net unused operating loss carryforwards of

~ approximately $240,000 with expiration dates through the year 2013, which may provide future Federal and
state tax benefits of approximately $96,000. However, the potential tax benefits have been offset by a
valuation allowance of $96,000 due to the uncertainty of realizing such benefits.

NOTE 4 - RELATED PARTY TRANSACTIONS

For the year 2002 the Company recognxzed approxnnately $49 400 of comrrnssmn revenues from affiliates,
company officers and family members. :

The Company currently occupies facrlmes owned by an officer of the Company and president of IPG.
There was no rent incurred or payable by the Company in 2002.

. The Company has three (3) employee/oftrcers who are also ofﬁcers of IPG and the affiliated compantes
Total compensation and beneﬁts pald to these officers by the Company was approxrmately $120 OOO for
-2002. . :

NOTE 5 - COMMITMENTS AND CONTINGENC[ES

The Company sponsors a Srmple IRA Plan for quahfymg employees and had elected to make a matchmg
contribution of one (1 %) percent of ehgxble compensanon in the amount of $1,538 for the plan year 2002,

W
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" INVESTMENT PARTNERS, INC.
"~ NOTES TO FINANCIAL STATEMENTS
 DECEMBER31,2002 -

'NOTE 6 CONCENTRATIONS OF CREDIT RISK AND MAJOR CUSTOMERS

In the normal course of busmess securrtres transactrons of customers of the Company are introduced and
cleared through the clearing broker. Pursuant to agreements between the Company and the clearing broker,
the Company is responsible for losses rncurred by the clearmg broker that result froma customer s failure

" to complete such transactions. S
Commrssrons recervable from the clearmg broker represent a concentranon of credit risk and prlmarrly
relate to customer securrty transactrons executed through the clear1ng broker.-

The Company ‘does not antrcrpate nonperforma.nce by customers or the clearmg broker in the above
sitwations. The Company’s policy is to monitor its market exposure and counter party risk. In addition, the )
Company has a policy of reviewing, as considered necessary, the credit standmg of the clearing broker and
customers with which it conducts, busmess

" The C_ompany, in the normal course of busi_ness, maintains cash‘.balances in financial institutions and the
clearing broker which may exceed the Federal Deposit’lnsUrance Corporation Jimits of $100,000.

For the year 2002 one (1) non- related customer’ ‘accouinted for approxrmately $120,000 (29%) of
commission revenues, before clearrng and floor brokerage expenses

. NOTE 7 - NET CAPITAL REQUIREMENTS

As a regrstered broker/dealer the Company is subject to SEC Rule- 15c3 1, which requires that the
Company maintain minimurh net capital, as defined; equal to the greater of $5,000 or 6-2/3% of aggregate
indebtedness, as defined. Additionally, SEC Rule 15¢3-1 requires that the ratio of aggregate indebtedness "~ -
to net capital shall not exceed 15 to 1.. Also, dividends may be declared and capital withdrawn only if
aggregate ‘indebtedness rs less than ten times . tiet caprtal after payment of the drvrdend or the capltal
withdrawal. S

At Decémber 31 2002, the Company had net caprtal of $95 457 which exceeded the requlrement by
$9O 457. The aggregate indebtedness to'net- caprtal ratro was approximately .22 to 1. '

In accordance with the securities clearance services agreement with the clearmg broker the Company must'
maintain a minimum net capital of $150,000 and ensure that- the ratio of aggregate indebtedness to net
capital does not exceed 10t 1. As disclosed in Note2 the Company did not meet the minimum net capital
requrrement as of December 31 2002

ik
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'INVESTMENT PARTNERS, INC.
COMPUTATION OF NET CAPITAL FOR BROKERS
" AND DEALERS PURSUANT TO SEC RULE 15¢3-1-
- YEAR ENDED DECEMBER 31, 2002

SCHEDULEI

Computation of net capital; . A \ , N .
Total stockholder’s equity , o . . ; ’ $ 115,894

‘Less - Nonallowable assets: - - ‘ v , ' » \ ' , ,
‘Prepaid expenses I . - , (12,763)

Equipment, net - - : S (1,600)
Non-marketable securities -~ - . . o | ‘ -
NASD self insurance . - -~ o (5,000)
- Net capital‘béfore.h'aircu'ts on securities positions T o . , 96,531 .
Swocks . o,
Net capital . ; — ‘ A R 95,457 '

Computation of basic net capital requirement: '

1. Minimﬁm net capital reqﬁired (6-2/3% _bf total

aggregate indebtedness) - o o v ‘ v 1,427 .
2. Minimum dollar net capital reciuirerhent of ,broker/dealer . R ) 5,000

Net capital requirement (greater of 1 o 2) -~ o ‘ o _ 5,000
Excess net capital , ' _ o ' o :- . % 90,457

' AGGREGATE INDEBTEDNESS

Accounts payable, accrued expenses and loan payable R o . % 21410
6-2/3% of aggregate indebtedness ) ‘ s L - ' R 1,427
“Percentage of aggregate indebtedness to net capital - R B 22.4%

L
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INVESTMENTPARTNERSINC
RECONCILIATION OF COMPUTATION OF
NET CAPITAL PURSUANT TO SEC RULE 15c3- 1
N THE AUDIT REPORT WITH COMPANY’S UNAUDITED FILING
DECEMBER 31, 2002,

SCHEDULE I

. NET CAPITAL BEFORE HAIRCUTS ON SECURITIES

PER UNAUDITED FILING - , Co _ $ 102,913
AUDIT ADJUSTMENTS B , » o
Increase in expenses - @ - S o S . ' » (7,766)
Increase in non-allowable assets oL o a o ' 310
- Net capital before haircuts per ﬁnancxal statements o ‘ | L ‘ a ) . 95,457
Increase in haircuts on securmes posmon -
NET CAPITAL PER SCHEDULE I S ' L A $ 95.457

L
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INVESTMENT PARTNERS INC
COMPUTATION OF DETERMINATION OF RESERVE
REQUIREMENTS FOR BROKERS AND DEALERS AND |
INFORMATION RELATING TO POSSESSION AND CONTROL
DECEMBER 31, 2002

SCHEDULEMI - - R

The Company is exempt from the reserve computation for possession or control requirements of SEC Rule 15¢3-3

. under Secnon (k)(2)(11) T S

12
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5 ’

To the ‘Board of Directors .and 3Stockholder- of
Investment Partners, Inc.
Plainfield, New Jersey

‘In planning and performing our audit 6f the-financial statements and supplemenial schedules of Investment Partners, -

Inc. (the “Company”) for the year ended December 31, 2002, we considered its internal control, including control

activities for safeguarding securities, in order to determme our auditing procedures for the purpose of expressmg our, -
' opinion on the financial statements and not to provide assurance on the 1nternal control.

Also as requrred by rule 17a-5(g)(1) of the Securltles Exchange Commlssron (SEC) we have made a study of the
practices and procedures followed by the Company including tests of such practices and procedures that we considered
relevant to the objectives- stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or

- aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practlces and procedures followed by the Company in any of the
followmg

1. Makmg the perxodrc computations of aggregate mdebtedness and net capital under rule 17a-3(a)(11) and the
reserve required by rule 15¢3- 3(e) ‘

2. Makrng quarterly securities exammanons counts verlfrcatlons and comparlsons and the recordation of.
differences required by rule 17a- 13 : '

3. Complymg with the requirements for prompt payment for securmes under Section 8 of Federal Reserve
Regulatron T of the. Board of Governors of the Federal Reserve System.

4. Obtaining and mamtamrng physical possessron or control of all fully pard and excess margm securmes of
" customers as requlred by rule lSc3 3.

The management of the Company 1s responsrble for estabhshmg and malntalnmg an internal control and the practices
and procedures referred to in the precedmg paragraph In fulfilling this responsibility, estimates and judgments by -

management are required to assess the expected benefits and related costs. of conirols and of the practices and

- procedures referred to in the preeedrng paragraph and to assess whether those practices and procedures can be expected

to achieve the SEC’s above mentioned objectives. Two of the objectives of internal control and the practices and

~ procedures are to provide management with reasonable but not absolute assurance that assets for which the Company

~ has responsibility are safeguarded against loss from unauthorized use or drsposmon and that transactions are executed

"+ in accordance with management’s authorization and recorded properly to permit preparation of financial statements in

conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional obJectlves of the practices and

procedures listed in the precedmg paragraph
| asy
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contro} activities for safeguarding securities, that we consider to be material weaknesses as defined above..

We understéhd that p_ractiées and procgdures ‘that 'acconiplish_the' objectives referred to in the second paragraph of this

report are considered by the SEC to be adequate for.its-purposes in accordance with the Securities Exchange Act of -

1934 and related regulations, and that practices and,préqedures that do not accomplish such objectives in-all material’

respects indicate a material inadequacy for such purposes. Based on this understanding‘and on our study, we believe -

that the Company’s practices and procedures were adequate at December 31, 2002, to meet with SEC’s objectives:

agencies that rely on Rule 1 7a-5(g) unider the Securities. Exchange Act of 1934 in‘tpeir regulation of registered brokers
and dealers and is not intended to be and should not be used by anyone other than these specified parties.

. BEDERSON & COMPANY LL? |
TR @a&wp—nw %Xfﬁ |

West Orange, New Jersey
February 19, 2003
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